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On October 27, 1999 the Commission issped an Order 1a thit case granting preliminary approv: |
1o Minnesots Cellular Corporation’s application to be designuied an “ecligible
relecommunications carrier” (ETC) under the federal Telecommwmications Act of 1996 (the
Act). mc?mmmmmmﬂyrmmmmmmumm
service fund.

The Order gave the Company preiiminary ETC sumus for its propesed sexvice area, which
covered roughly the northern third of the state. Final approval was comtingewt upan
Commission approval of a compliance fiting fleshing out the details of the Company's universal
~ervice offering.

The partics to the case were as follows: Mianesotz Cellutar Corperstion; the Minnesota
Department of Commerce (the Department): the Rasidential aod Small Business Utilities
Division of the Office of the Attorney General (the RUD-OAG); U § WEST Communications,
lnc.; Frontier Commmmnications of Minaesota, Inc. (Frootier); and the Minnesota Independent
Coaimon on behalf of 21 ruru! tefephone companies providing service in Minnesota Cellular's

proposed service area.

' Pub. L. No. 104-104, |10 Stat. 56 (to be codified as amended in scartered seCtions of
tite 47, United States Code).

147U S.C. §214.
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Four parties filed petitions for reconsideration of the October 27 Order  Minnesota Cellular,
Frontier, U S WEST, and the Minnesota Independent Coalition. The petitions of the Minnesota
[ndepeadent Coafition, Frontier, and U S WEST were answered by the Department and
Minnesota Cellular. The petition of Mizinesota Cellular was answered by the Department, the
RUD-0OAG, the Minnesota Independent (‘oalition, and U S WEST.

The Commission took up these petitions on Jaguary 4, 2000.

FINDINGS AND CONCLUSIONS
L The Reconsideration Petitions
Al Minnesots Celialar
Minnesota Cellular sought reconsideration of two decisions:

11} the decision 10 consider affordability in evaluating both its ETC application and #ts
universal service tariffs or price lists;

12} the Jdecision requiring the Company to price at least one universal service offering a1
nr helow 110% of the curfent rates of the incumbents.

B. Fronotier

Erontier asked the Commission 1o reconsider its finding that Frontier was not a4 “rural telephone
company " under 47 U.5.C. § 153 (37).

C.  Minpesota Independent Coalition
The Minnesota Independent (oalition asked the Commission to reconsider three decisions:

(1) the decision to include the Garden Valley and Wikstrom Service areas in Minnesota
Cellufar's service area:

{2) the finding that it is in the public interest to dmgnm: Minnesota Cellular an ETC in
rural ateas served by Coalition members:

(1) the decision not to subject Minnesota Cellutar to the same regulatory regime as land
line competitive local exchange carriers.

‘The Coalition also requested clarification on three issues:

(1) the nuraber of carricrs whose service arcas will be served by Minnesota Cellular:




(2) the relaticaship between the Commission’s decision to designate Misnesota Cellular
80 ETC and its belief that it has ongoing jurisdiction over the quality and affordability of
Minnesota Cellular's universal service offering; and

{3} Minnesota Cellular’s eligibility for universal service funding for its conventional
mohiie cellolar service.

D. U S WEST
L' § WEST asked for reconsideration of three decisions:

(1) the decision that Minnesota Ceilular did not have to actually offer and advertise a
umversal service package (as opposed w0 demeonstrating its ability and intention to offer
and advertise a universal service package) to be designated an ETC:

(2) the Jecision that it was unnecessary. in light of the Commission’s ahility (o protect
the public interest by other means. 0 seriously consider making a finding under

47 1.5 C. § 332 (c) {3) (A) thar Minnesoea Cellular’s services are 2 substitute for land
line services for a substantial portion of the state

. 13) the decision not to require Minnesows Cellular 1o offer at least one universal service
packasge containing only subsidized services.

1.  Proposals to Investigate Disaggregsting Frostier’s Study Ares

The Department and Frontier agreed that a recent Federal Communications Commission (FCC)
decision clarified that Frontier was, as ii claimed, 2 “rusal telephone company ™ under the Act.’
One of the special protections the Act grants rural tefephone companics is to require ETCs to
serve their entire. study areas, unless the state commission and the FCC have agreed to redefine
a ypecific company’s service area as something other than its study area * This Is somerimes
called “disaggregating”™ a rural company's study ares.

T'he Department and Minoesota Cellular nrged the Commission to open an investigation into the
werits of disaggregating Frontier's study area. They claimed that any wireless competitor
would face the same techmical limitations as Minnesota Cetlular and that Frontier's expansive
study nrea could be hard for any competitor. tand line or wireless, (o serve in #ts entirety.

1. Semroary of Commission Action

}aving reviewed the record and carefully considered the arguments of all partes, the
" ommission will take the following actions.

4TV S.Co§1530T
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The Commission will correct an error in its October 27 Order misidentifying the small carriers
in whase service areas Minnesota Cellular intends to offer service.

The Commission will reconsider and reverse its finding that Frontier is not a rural telephone
cumpany and will rescind its designation of Minnesota Cellular as an ETC in areas served by
Erontier

The Commission will opea an investigation 1o explore the merits of disuggregating Frontier's
study area.

The Comumission will remove the requirement that Minnesots Cetlular's wariffs/price lists inchud

at lcast ope universal service offering priced at or below 110% of the current rates of the

incumbents [nstead, the Comsmission will examine the taxiffs/price lists in the Company's

gmpliance filing for compliance with the affordability requirement set forth in the original
rder.

On al) other issues the Commission wili deny reconsideration and affinm its original Order. On
these issues the Comnrission finds that the parties have not raised new arguments, pointed (o
ncw and relevank evidence, exposed ercors of ambiguities in the original Order, or otherwise
persuuded the Commission that it chould rethink itc original decisions. The Commission
therefore concludes that its original decisions on these issues are the oncs most consistent with
the facts, the law, and the public interest.

IV.  Affected Small Carriers Clarified

Minnesota Cellular origmally requested ETC status in the sevvice arcas of 37 rural carriers, bul
later reduced that ouraber to 22. The Order inadvertendy listed the original 37.

The Commission reconsiders and clarifies that only the Minnesota exchanges of the 22 small
carriers listed in MCC Exhibit 4, which is aleo Exhibit A of the direct estimony of Gene
Defordy. are inciuded in Minnesota Cellular's service area.

V. Frontier’s “Rural Telephone Company” Claim Upheld

The Commission agrees with the Department and Frontier that a recent Federat Communication:
(‘ommission (FCC) decision makes it clear that Frontier is, as it claimed, a “rursl telephone
company” under the Act.’ One of the special protections the Act grants rural telephone
ompanies is to require ETCs to serve their entire study arcas, a3 opposed to smaller “service
areas” within their study areas. unless the state commtission and the FCC have agreed to divide .
specific company’s study area into smaller service areas *

* Tenth Report and Order, CC Docket No. 9643 and CC Docket No. 97-160,
November 2. 1999
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Minnesota Cellular admits that it cannot serve Frontier's entire study area. This Cogunission

and the FCC have not agreed to divide Frontier's study area into smualler service arcas.

Minnesota Celtular therefore fails the ETC test as to Froatier's service area, and the

Eommission rescinds its peeliminary designation of the Company a3 an ETC in sreas served by.
roater

VL. Disaggregatiom [avestigation Opened

The Depariment and Minnesota Cellutar urged the Convnission to open an investigation into the
merits of disaggregating Frontier's study arez into smaller seyvice areas. They belleved that the
size, complexity, and diversity of Fronticr's study arca could prevent any carrier from
qualifying for ETC status there, depriving consumers of the benefits of competition.

The Commission is committed 10 furthering competition throughout the stare and will therefore
open an investiganion 10 determine whether the public interest requires the disaggregatioa of
Frantier's snudy arez.” The Commission will delegate to the Executive Secretary the authority «
set commem deadlines and other procedural ime lines.

VH. Pricag Requiremen! Removed

In its initial Order, the Cammission found that it had the authority und the duty to consider
affordability in acting on Minnesota Cellular’s application and that it would have the same
authority and duty in scling on the universal service tariffs or price lists the Company would
¢ventuaity file. SamcﬂteCmnpany had swted mmmmymuatwmupruakmon-
of #ts universal service packages at or below { 10% of incumbents’ cates, and since the
(ommissiop viewed that price as clearly sffordable, it incorporated the Cornpany s promise as a
requirement in its Order. That seemed (o be 2 fair and efficient way to ensure affordability.
while expediting the tarifffprice list review process,

() reconsideration. however, the Company has stated that it may not liserally Xeep is promisc
to price at or below 110% of incumbents’ rates, in large part because it is impractical to have
separate rates for the service areas of elt 22 incumbents. Here the Company makes a good
argument.

'The Commission adopted the 110% figure not because rates had to be it or below that level 0

be affocdable, but because the Campany had said that rates would be at or below that fevel.
which the Commission considered clearly affordable. (The Commussion considered incumbents
raies affordable on their face, since they had all met the “fair and reasonable” standard of the
lelecommunications statute *)

l-pl

Mmmﬂm_& Docl:ct No. P405!CI-00-79
“Minn Stat § 237 06.




)

Given these facts, it made little sease for the Comunission o defer wdgment on whether the
Compeny’s universal service offering would be affordable - as long as the Company did what ic
said, the offering would be affordable. Making that clear in the initial Order was intended to
expedite the Commission’s (and the partivs’) examinstion of the Company's compliance filing.

Now that it is clear that this attempt 1o simplify compliance filing review may have raised more
problems than it soived. the Commission will eliminate the requirement that at jeast one
universa) service packsge be priced at or below 110% of incumbents' rates.  The Commission
will insteaul exercise its authority and dutv to consider affordability in acting on the triffs/price
lists in the same manoer that it exescised that authority in acting on the Company s application.

VIII. Conclusion
On reconsideration. the Commission will lake the following actions.:

o correct an error in its list of carciers affected by Minnesota Cellalac’s ETC
Jdesignation;
reverse its denial of Froatier's claim 10 “rural telephone company” status;
rescind its designation of Mianesota Cellular as an ETC in pustions of Frontier's
~ervice area;

. Jpen an investigation into the merits uf disaggregating Frontier's study area:

o remaove the requirement that Minnesota Cellular’s universal service tariffs or
price lists include at feast one service vffering priced at oc bejow HOF ot
incumbents’ current rages.

Reconsideration on all othes issues s denied. and the remainder of the Octuber 27 Order in thi;
case is affirmed.
ORDER
i The list of local exchange carriers on page 4 of the October 27, 1999 Order in thus case
1s umended to include only the Minnesnta exchanges of the 22 small carriers listed in

MO°C Exhibit 4, which is also Exhibit A of the direct testimony of Gene Defordy

2 The Commission finds that Frontier Communications of Minnesota, lac. is a “rural
telephone company™ within the meanming of the federal Telecommumcations Act of 1996

3 The Comzmission rescinds its preliminary designation of Mianesota Cellular Cocporation
as an eligible telecommunications carrier for portions of Frontiur's service area.

. The Commussion opens an investigation into the merits of disaggregating Frontier's stud
arca and delegates to the Executive Secretary the authority 10 set comment periods and
ather procedural time lines.




5. The Commission eliminates from its October 27, 1999 Grder in this case the requiremer «
that Mianesot Cellular file at least one universal service package priced at or below
110% of incumbents® rates.

h. All ather portions of the October 27. 1999 Order remain unchanged and are affinmed.

T This Oeder shall become cffective immedistety.

BY ORDER OF THE COMMISSION
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This document can be made available in alternative formats (i.e., large print or audio tape} by
calling (651) 297-4596 (voice), (651) 297-1200 (TTY). or 1-800-627-3529 (TTY relay service)
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